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I.—THE LEAGUE OF NATIONS AND THE WORLD 
ECONOMIC DEPRESSION. 


UST a year ago the Eleventh Assembly of the League of Nations 
decided that it had become a matter of urgency that steps 
should be taken to deal with the world-wide economic 

depression on an international basis, and by a resolution passed on 
October 2nd, 1930, it called for “‘ a study of the course and phases 
of the present depression and the circumstances which led up to it.” 
The matter had been taken up by the Second Committee, and in its 
report, dated September 29th, 1930, it drew special attention to the 
fact that, in spite of the magnitude of the losses from which the world 
was suffering, there had been an “ almost absolute failure of society 
up to the present to devise any means by which such disasters may 
be averted.”’ It accordingly recommended that the facts and special 
characteristics of the prevailing depression should be ascertained and 
carefully sifted, and this recommendation was acted upon by the 
Assembly. By its resolution of October 2nd it decided that 
the Economie and Financial Organisation of the League should be 
entrusted with this study of the “‘ course and phases”’ of the present 
depression, and suggested that for this purpose the Economic 
Organisation, advised by the Economic Consultative Committee, 
should put itself in touch with such national organisations as were 
concerned with the matter. Steps were at once taken to put this 
proposal into effect and a joint inquiry was undertaken by the 
Economic and Financial Committee, augmented by additional 
personnel and forming an investigating organisation which was 
placed under the supervision of Professor Ohlin of Stockholm. This 
body has just issued its report, for presentation to the Assembly, in 
the form of a voluminous publication entitled “‘ The Course and 
Phases of the World Economic Depression,”’(') and if it be admitted 
that an accurate diagnosis of the disease must precede the adoption 
of means for a cure, this work will be found invaluable in that it 
provides an immense amount of information for the carrying out of 
such diagnosis. 

In the preliminary review of post-war economic development 
before the present depression, i.e., up to 1929, it is pointed out that, 
while there was a continuous process of reconstruction and consolida- 
tion, and the world’s productive and commercial activities increased 
rapidly, the progress was by no means easy or uniform, and complete 
readjustment of production and trade to changing demand was not 
attained. During the period up to 1925, the total world output of 
law materials and foodstuffs had increased more rapidly, since 1913, 
than world population, output having, in fact, increased by 16 per 
tent. and population by only 6 per cent. This meant that the 
aggregate destruction of wealth caused by the war had been made 
good, but there was a disequilibrium between the elements of this 
production of wealth. Thus, the production of foodstuffs increased 


(1) Official publication A.22, 1931 lla. (Economic and Financiai, 1931, 114 21.) 
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at a considerably lower rate than that of industrial raw materials, 
and, as wealth in general increased, a gradually diminishing proportion 
of income was spent on food. The volume of world trade, however, 
did not keep pace with production, and by 1925 Europe’s production 
of crude products exceeded the pre-war aggregate, but her total trade 
was 9 per cent. and her exports were 14 per cent. below the 1913 level. 

If the period up to 1925 be regarded as that of reconstruction and 
consolidation, the four years 1925-29 were characterised by striking 
economic progress. During those years the population of the world 
increased at an average annual rate of 1 per cent. only, but the 
aggregate production of raw materials increased by 2°6 per cent. and 
the total trade by 4°4 per cent. 

The causes of this may be described as, (1) the advance in industrial 
technique and management, in agriculture as well as industry; 
(2) improvements in the means of communication; and (3) the 
stabilisation of currencies by most of the larger trading nations, 
with, accompanying this, international lending on a large scale. 

The tendency for the production of foodstuffs to lag behind the 
output of industrial raw materials persisted, and the average annual 
advance during 1925-29 was only 1:2 per cent., whereas the pro- 
duction of raw materials advanced continuously at the rate of 4°7 per 
cent. per annum. Many instances are cited to show the development 
in, for example, the mechanical industries; steel production rose 
by 33 per cent. and the engineering trades increased their output 
by over a half. The production of crude petroleum rose during the 
four years by 39 per cent., and the growth in the output of electrical 
energy was still greater. 

International trade increased more rapidly than in the years 
1923-25 and, as contrasted with preceding years, the increase in 
world trade (19 per cent.) outran the increase in production (11 per 
cent.). Europe, with an increase of no less than 22 per cent., regained 
her pre-war trade position. 

At the same time, profound changes were taking place in the 
character of demand, which did not meet with a corresponding 
adaptation in the productive system. The unprecedented increase 
of productive activity brought in its train an unprecedented increase 
in income. For various reasons, several of which are enumerated, 
the income available for expenditure on objects other than the 
primary necessities of life has been growing rapidly, and this calls 
for a constant re-adaptation of the world’s productive system. 

Some interesting facts emerge from a study of the figures o 
production and consumption of the staple forms of food. Thus, 
while the total food consumption per head is “ highly inelastic,” 
the consumption of wheat per head in the world as a whole has fallen 
about 4 per cent. between the periods 1909-13 and 1925-30. In the 
U.S.A., in particular, the consumption per head was 222-2 lbs. il 
1899, 209° 7 Ibs. in 1909, and only 175-2 Ibs. in 1929. Anothe? 
aspect of the question is shown by the fact that the world productio! 
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of meat was by 1928 20 per cent. above the 1913 level, but world 
population was only 10 per cent. greater. Incidentally, figures 
giving details of the consumption of the various forms of food in the 
U.K. in 1913 and 1928 respectively show a marked improvement in 
the standard of living, butter, for example, increasing from 9-9 lbs. 
per head to 14°6 Ibs., eggs from 56 in number to 69, beef from 22:2 Ibs. 
to 33°1 Ibs. per head, and bacon and ham from 13:7 lbs. to 23-1 Ibs. 

The section dealing with Financial Conditions provides a great 
deal of information as to the monetary systems of the principal 
countries, the international movements of capital, index numbers 
of industrial shares, the average yields of Government bonds, etc. 
In this connection it is of particular interest at this moment to notice 
that, after referring to the policy of currency inflation pursued in 
many countries, following on the fall in wholesale prices in 1920-21, 
the report states that ‘‘ Finland alone chose an intermediate policy 
of maintaining a relative stability in internal purchasing power, 
while abandoning the stability of the currency in terms of foreign 
exchange. Its wholesale price level has remained almost unchanged 
since 1920.” 

After recalling that the great majority of the world’s monetary 
systems had been restored to order by 1928, it is pointed out that 
this operation went hand in hand with a consolidation of the capital 
markets. As State budgets came to be balanced, one important 
source of demand for credit disappeared, and rates of interest tended 
downwards. This tendency was more pronounced for short-term 
rates than for long-term rates, and compared with pre-war times the 
supply of short-term credit was apparently increasing more rapidly 
than the supply of funds available for long-term investments. The 
latter were not popular owing to lack of confidence in the stability of 
currencies, unfortunate experiences of loans lost abroad, and other 
factors, and long-term capital was scarce and rates were higher than 
they had been for many years before 1913. 

In order to provide a background for a description of the changes 
in international capital movements after the war—which have had 
so unfortunate an effect upon the existing depression—the report 
gives a short analysis of the pre-war situation, of which the principal 
characteristic was the large borrowing by the U.S.A. and South 
American and Eastern countries on long-term, and the heavy capital 
investments of Great Britain. The latter were estimated to amount 
to £3,600 millions in 1914, while the amount borrowed abroad by the 
US.A. was put at $5,000 millions. The manufacturing industries 
of the lending nations had adapted themselves to these conditions of a 
continuous outflow of capital, and had built up a capacity for producing 
hanufactured goods which could only be sold in sufficient quantities 
a long as the export of capital continued. In exchange for some of 
these manufactured commodities, foodstuffs and raw materials were 
imported, the production of which had become possible largely owing 
‘0 new transport facilities having been created with the help of 
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European capital. Short-term capital movements were, in comparison, 
unimportant, and there was no regular flow from Western Europe to 
the rest of the world. 

The war changed all this. Europe sold most of its American 
securities back to the United States, and contracted new loans on a 
large scale. Russian bonds became valueless, and the foreign assets 
of European creditor countries were so reduced that the U.S.A. became 
a capital-exporting country, with foreign assets valued in 1920 at 
$6,000 millions, not counting the inter-allied debts. She continued 
to invest large sums abroad, mostly in Latin America, and Great 
Britain resumed her position as a lender on a large scale, but many 
of the countries needing capital were excluded from the markets 
owing to their unstable political and economic situation. A new 
period of expansion opened, however, with the adoption of the Dawes 
Plan and the issue of the German External Loan of 1924, and from 
about that time onwards issues for industrial enterprises became 
increasingly important. Foreign capital was thus being employed 
to a greater extent directly for the development of industry. Tables 
are printed in the report showing the estimated aggregate net export 
and net import of capital during the years 1923-29, for the countries 
principally involved in these movements. Of special interest at present 
is the information recorded as to the character of French exports, 
both of capital and of goods. The surplus on account of French trade 
in goods and services, together with reparations receipts, during 
1924-26 is believed to have averaged £100 to £120 millions annually, 
but only a small proportion of this was utilised for purchases of foreign 
long-term securities, or directly invested in permanent business 
abroad. The bulk was lent on short-term, and the portion lent to 
Germany has since been withdrawn. During this period France was 
borrowing considerable amounts abroad on long-term, and lending 
on short-term, but the stimulus to short-term investment was largely 
removed when the france was stabilised at the end of 1926, and exports 
from France changed in composition. Space does not allow of further 
reference to the considerations brought forward, but it may be 
remarked that the conclusions arrived at by the framers of the report 
are that the organisation of international finance has undergole 
a profound change, the instability of the financial situation having 
been enhanced by the large increase in the proportion of loans made 02 
short-term account, and that, taken as a whole, the situation was, 
in the years before the depression, much less stable than before the 
war. And, to take the case of Germany in particular, the positio2 
was aggravated by the fact that her obligations were rigid, whereas 
the in- and outflow of foreign capital was uncertain. 

After a close examination of the changes in the production and 
consumption of wheat, sugar, and other raw foodstuffs—the world 
stocks of wheat doubled between 1925 and 1930, and the total acreage 
under wheat in the principal growing countries rose from 32 milliol 
hectares before the war to 46 million hectares in 1926-29—the course 
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of production and prices of industrial raw materials is traced over the 
period from 1922 to the present year. It is pointed out that the 
rising Standard of living in the countries which consume by far the 
largest part of the world’s output of raw materials led to an increased 
demand for the finer qualities of goods and for services rather than for 
greater quantities. In the manufacturing industries “ rationalisation ”’ 
took place to such an extent that many of them found themselves 
possessed of an output capacity much in excess of what was required 
to meet the effective demand at prices which would cover the costs of 
the majority of producers. A factor which contributed to the lack of 
adjustment between productive capacity and demand was the creation 
of new political frontiers in Europe, accompanied, as these were, by 
Customs barriers which tended to rise higher each year. 

The next matters dealt with are those of the relation between 
prices and wages and of the movement of the general price level as a 
special cause of maladjustment. Inflation and deflation of currencies 
up to 1926-27 led to very marked differences of prices from country 
to country. On the subject of gold stocks the findings of the report 
are of particular interest at the present moment. To quote from 
Chapter 2 :— 

“In the last resort, international gold movements are due to the 
state of the balances of payments. A tendency towards a negative 
balance under certain circumstances causes an efflux of gold, while a 
tendency in the opposite direction may provoke gold imports. In fact, 
such movements are certain to occur unless the reserves of foreign 
exchange are used to keep the balance of payments in equilibrium. The 
position of the balance of payments in most cases depends mainly on the 
state of the trade balance, which in turn is influenced by the relative 
level of prices and wages in different countries, as well as by the obstacles, 
such as tarifis, which are put in the way of international commodity 
movements. The balance of payments is also affected by changes in 
international capital movements. The normal working of the gold 
standard implies that, in a given country, an influx of gold resulting from 
a certain state of the balance of trade and of its international capital 
transactions leads to an expansion of credit and a reduction of interest 
rates. In this way, purchasing power is increased and the balance of 
trade moves in a negative direction ; the decline in interest rates, further, 
stimulates the export and checks the import of capital. Thus the balance 
changes ; the inward movement of gold is arrested and possibly even 
reversed. In countries which are losing gold the reverse process takes 
place. 

“Since the war, this mechanism has failed to work efficiently. The 
United States credit did not expand in proportion to the gold imported. 
Such expansion as did take place as the result of the influx of gold was 
used at certain periods for purposes of speculation rather than to increase 
the demand for commodities ; hence it affected the import and export of 
goods only indirectly and to a limited extent. Further, the sale of foreign 
goods in the United States was made increasingly difficult by the intro- 
duction of new and higher tariff barriers ; the forces making for a reversal 
of the gold movement were thus checked and the influx of gold 
continued.” 
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In the case of France the increase of gold reserves in 1928 and 1929 
had little time, before the depression started, to call forth a corres. 
ponding expansion of credit and thus affect the trade balance sufficiently 
to arrest the inflow of gold, while France did not lend abroad to any 
large extent. 

The conclusion of the framers of the report is that the international 
economic situation, with regard to the relation of national price levels, 
tariffs, international lending and the distribution of gold, was suffering 
from a lack of balance. Granted this lack of balance, the question 
arose as to whether there was in 1928 any factor which made for an 
instability greater than that normal at other times or before the war. 
As to this the report notes, first, that tendencies towards a growing 
surplus capacity in the production of certain important foodstuffs and 
raw materials as well as in manufacturing industries made the situation 
unstable. In the second place, high and increasing inventories are a 
cause of instability, since, when prices start falling, no one wishes to 
carry stocks and there is a general rush to sell ; thus, the greater the 
stocks the more quickly will the demand for new commodities fall off. 
Thirdly, the lack of balance in the situation may lie partly in an 
unbalanced price system. The relative prices of different com- 
modities and of the various factors of production may have a more or 
less abnormal relation to one another. If, for instance, cost elements 
are not adjusted to one another and to prices, production may be 
unprofitable ; a further decline of prices when the depression advances 
may in consequence be more serious than it would otherwise have been. 
Certain elements in the cost accounts are, of course, always more or 
less fixed, but difficulties arise if there are not the required number of 
sufficiently flexible cost items, allowing an adjustment of total costs 
to a level in correspondence with selling price. 

A fourth cause of difficulty has been the continued spread between 
wholesale and retail prices, the latter having fallen much less than 
wholesale prices during the early post-war depression. This is due to 
the changes in the cost of retail distribution not having followed the 
same course as the changes in the cost of production of the commodities 
handled. Great technical advances were made in the production of 
all classes of goods, while corresponding improvements were not 
made in methods of retailing, and little reduction in the costs has 
been possible ; on the contrary, these have sometimes risen owing (0 
the demand for better service, the extension of credit, and the fact 
that wages in the transportation, building and retail trades have riset 
more than wages in manufacturing industries and in agriculture. 

Finally, the obstacles to international migration have been mucli 
greater than before the war, and countries with a large rate of increase 
of population have only to a limited degree been able to alleviate the 
pressure through emigration. 

There follows a study of the tendencies of the business cycle durilg 
the past ten years, and the phases of the present cycle are examined 
in detail. Business conditions during the boom period are described, 
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and the circumstances attending the break in prices and the change 
in the output of manufacturing industries which took place during 
1929 are passed in review. Chapter 5, which is a description and 
analysis of the depression, provides a great deal of information as 
to the fall in production in 1929 and 1930, the increases in certain 
stocks, the growth of unemployment, and the marked shrinkage of 
demand. The course of prices is also traced in great detail; and a 
table of percentage reductions in the prices of industrial shares shows 
that in Germany, from April, 1927, to June, 1931, these have fallen 
61:7 per cent., and in America, since September, 1929, by 59°7 per cent. 
In Great Britain the reduction, since January, 1929, is 45 per cent. 
It is of interest to note, too, that the market value of all stocks quoted 
on the New York Stock Exchange fell from a figure of $89,668 millions 
in September, 1929, to $48,470 millions in May last. Other tables 
deal with Bond issues, long and short-term interest rates, market rates 
of discount and call money, bank deposits, etc. 

The section on Foreign Trade and Shipping calls attention to the 
fact that, whereas during previous depressions, changes in the value 
of international trade were chiefly due to price movements and 
relatively little to changes in the quantities exchanged, the 
characteristic of the present crisis is the marked drop in the total 
volume. This indicates that the disturbance of economic relations 
has been exceptionally violent and international trade has not, as on 
many earlier occasions, been able to serve as a safety-valve for the 
extraordinary pressure existing within certain main economic 
organisms. The U.S.S.R. is, however, a notable exception to the 
general movement towards reduction in both quantity and value of 
foreign trade, for the value of this increased by 16 per cent. from 
1929 to 1930. Export values increased by 13 per cent. and import 
values by 21 per cent., a fact which does much to account for the 
financial difficulties of the Soviet Government. For instance, in 1930 
tussia imported agricultural and other machinery to over twice the 
value of the previous year. 

A close analysis of the international capital movements brings 
to light many interesting figures. Exports of capital from the U.S.A., 
for instance, which aggregated $1,036 millions in 1928, were only 
$233 millions in the following year. Germany’s imports of capital, 
which totalled $1,017 millions in 1928, were only $567 millions in 
1929. France exported $235 millions in 1928, but in 1929 became 
a importer to the extent of $29 millions (excluding amortisation of 
inter-Allied debts). The conclusion reached by the report, after 
‘xamining the circumstances attending the general loss of confidence, 
is that this was largely due to a growing sense of political insecurity. 
Unfortunately certain tendencies which had contributed to the 
tconomic instability persisted after the beginning of the depression. 
The adaptations for which these tendencies called were not carried 
out, partly because the depression checked the incentive to invest 
ew capital even for the purpose of adapting production to changing 


173 





10 


needs ; partly because tariffs were generally increased. Thus, for 
example, an extraordinary increase in import duties on cereals, and 
other measures designed to protect domestic prices, tended to maintain 
the existing forms of agricultural production. 

Some interesting facts are adduced as to the reaction on each other 
of prices and quantities of output during the past 18 months. The 
situation, characterised by over-production of raw materials, was 
aggravated by the fact that the price of crude foodstuffs also fell, as 
a result of an over-production of certain products, such as wheat, which 
was to some extent of an accidental character. 

“ Owing to the inelastic demand for foodstuffs,” says the report, “a 
very small excess production is likely to cause a considerable drop in 
prices .. . But owing to the slow decline of retail food prices and the 
inelastic demand from consumers, the consumption did not to any great 
extent counteract the drop in prices caused by the contraction of the 
demand from dealers .. . The drop in food prices was aggravated by 
the absence of any restriction of output. The individual farmer is unable, 
by reduction of his output, to influence the prices at which he sells. Hence, 
contrary to the policy pursued by manufacturers, he naturally tries to 
meet falling prices by producing more rather than by producing less. The 
frequent increase of import duties on foodstuffs in most food-importing 
countries strengthened this tendency to maintain and increase supply, and 
thus contributed to the drop in price on the world market. Further, for 
special reasons, the world supply of wheat increased irrespective of the 
movement of prices.” : 

Space will not permit of further reference to the analysis of the 
situation which is contained in Chapter 6 of the report. Among the 
great number of interesting points brought out is that in most countries 
monetary purchasing power was reduced by 1930 to only two-thirds 
of what it had been in 1928. The opinion of the framers of the 
report is that the primary explanation of the depression was not 
psychological, since pessimism replaced the optimism which prevailed 
at the beginning of 1930 only when fundamental economic tendencies 
towards a deepening of the depression made themselves felt. 

It is also not possible here to give an adequate outline of the 
conclusions arrived at as to the influence on credit policy of the 
movements of gold, but this subject is treated at considerable lengt!.. 
Tables showing the great changes in the distribution of gold are given, 
and it is pointed out that these changes are the outcome of the changes 
in the balance of payments, themselves largely due to the contraction 
of capital movements and the inelasticity of the demand for a number 
of the crude products of agricultural and raw material exportils 
countries, which prevented the quantity of their goods purchased {rol 
increasing as prices fell. 

‘ The consequent gold movements have necessarily limited the freedom 
of action of all Central Banks possessing little gold in excess of minim! 
requirements. A more liberal credit policy than that which has bee! 
actually pursued by Central Banks with little excess gold would hav’ 
been possible only if the balances of payments in their countries had bee? 
in a different position—e.g., if other countries had been able to increas 
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their net capital exports or to let in more commodities from abroad. The 

gold situation and the limits it has imposed on credit policy is only an 

expression of the fundamental factors which govern the balances of 
payments.” 

Other sections which are of particular interest at the present 
moment are those dealing with the price indices in China, the relation 
of wholesale prices to the price of silver, and the inflexibility of the 
economic system generally in relation to the depression. Attention 
is called to the danger of such movements as that of the continuous 
withdrawal of capital from debtor countries like Germany, with its 
resulting pressure on the balance of payments, forcing a restriction 
of imports and an increase of exports at low prices. ‘‘ One way in 
which financial difficulties have tended to depress industry and trade 
is by strengthening the belief held in many quarters that commodity 
prices will continue to decline,” says the report in its concluding 
paragraph, and it continues :— 

‘This widespread belief is indeed one of the principal obstacles in the 
way of economic recovery, and the means by which it may be dissipated is 
one of the main financial problems of the day. It is a part of the larger 
and, indeed, the dominating problem, how the decline in wholesale prices 
can be arrested, a rapid solution of which is necessary if an intensification 
of the depression—perhaps a general financial breakdown—is to be 
avoided.” 


H. L. 





II.—CHRONOLOGY. 


Albania. 
September 10th.—Publication of Commercial Treaty with Great Britain. 
(See Great Britain.) 


Austria. 

September 13th.—The Heimwehr attempted a coup d’état in Styria, but 
the arrival of detachments of the army prevented any effective action being 
taken to make it a success. Dr. Pfrimer, an associate of Hitler, seized public 
buildings in Kapfenburg, Bruck, Jutenburg and other towns and proclaimed 
a Fascist dictatorship, He posted proclamations stating that he had assumed 
the reins of government, the people, “in their dire distress,” having installed 
him as “ guardian of their rights,’ and issued a manifesto declaring martial 
law and announcing a provisional Constitution. In nearly every case, 
however, on finding themselves confronted with Federal troops the Heimwehr 
forces surrendered. 

September 14th.—Dr. Pfrimer issued a further appeal to the people informing 
them that he had laid down his command and would recommend them to 
return peaceably to their homes. 

The Prince of Starhemberg, Colonel Rauter, Generals Puchmayr and 
Englisch-Poparic, Counts Lamberg and Coreth, and a number of other officers 
of the former Austro-Hungarian Army were arrested. The offices of the 
Vienna Heimwehr were searched and a large store of arms seized. 

September 15th.—Count Berthold Stiirgkh was arrested on a charge of 
having harboured and afterwards assisted Dr. Pfrimer to escape from the 
country. 

September 16th.—The Ministry of Defence issued a communiqué stating 
that the troops in the Emns Valley and those sent to Graz to reinforce the 
garrison were being withdrawn. Several officers of the former Imperial army 
were arrested. In a statement to the press, Dr. Pfrimer’s son attributed the 
failure of the putsch to treason on the part of some of the leaders in their own 
camp. 

September 17th.—Decision of Finance Committee of the League re loan to 
Austria. (See League of Nations.) 

The Prince of Starhemberg was released, for want of evidence of any 
complicity in the putsch. 

September 18th.—In a statement to the press, Dr. Schober said that the 
statement he had made at Geneva (re the Customs Union scheme) pointed 
the way to achieve European economic codperation. As regards the issue 
of a foreign loan, he had pleaded with the League for a figure of 1,97!) 
million schillings (£59 millions) on the expenditure side of the Budget, 
but the Chancellor had had to accept the figure of 1,900 millions as a condi- 
tion of the loan, but it was satisfactory that Austria had been declared 
worthy of credit. As regards the putsch he said the motive that gave birth 
to it was the terrible economic plight of the country, but the feelings in the 
ranks of the Heimwehr found no echo in the people as a whole. 

The charges against the Prince of Starhemberg were formally withdraw». 

September 19th.—The Prince of Starhemberg took over the leadership of 
the Heimatschutz, in succession to Dr. Pfrimer. 
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September 22nd.—The Chief Committee of the National Assembly unani 
mously voted assent to the motion giving effect to the demand of the League 
for the reduction of the Budget estimates for 1932 to 1,900 million schillings, 
and for the reduction of the Budget for the last quarter of 1931 by 35 millions. 


Brazil. 

September 11th—A Commercial Agreement with Great Britain was signed 
in Rio de Janeiro. 

September 19th.—The Government announced that payments for the service 
of all foreign debts were being completely suspended, pending arrangements 
with the creditors. 


China. 
INTERNAL AFFAIRS. 


September 9th.—The Cantonese invading Hunan were reported to have 
reached Leiyang, near Hengchow, which was the headquarters of the Nanking 
forces. 

September 13th.—Communist bands were reported to be very active on the 
Anhwei and Hupeb borders, in spite of the claim of Chiang Kai-shek that the 
Communist power had been shattered. A large, well-established Soviet 
region in north-east Hupeh reached into Anhwei on the east and close to the 
Peking-Hankow railway on the west. 

September 14th.—The Kwangsi forces, collaborating with the Cantonese, 
reached Yungchow, with a view to taking part in an attack on the Nanking 
army's line which stretched from Paoking to Hengchow. 

It was stated officially in Nanking that the flood victims throughout the 
country numbered 80 millions. The amount of wheat purchased abroad was 
stated to be totally inadequate, the quantity needed for relief being at least 
4 million tons. 

September 15th.—An investigation was ordered into the expenditure by the 
local authorities in Hupeh of funds collected as revenue for the purpose of 
maintaining the dykes. (This took the form of a surtax on imports.) It was 
alleged that these funds had been spent on other objects. 

September 22nd.—In view of the events in Manchuria, the Canton 
Government was understood to be offering to make peace with the Nanking 
Government, on certain conditions, including the resignation of Chiang 


Kai-shek. 


EXTERNAL AFFAIRS, RELATIONS WITH THE POWERS. 


September 9th.—Presentation of Note with Japan’s demands in connection 
with murder of Captain Nakamura. (See Japan.) 

September 11th.—Attitude of U.S. Government re dispute with Mexico. 
See U.S.A.) 

September 15th.—Japanese Government’s request for explanation of 
speech by Chiang Kai-shek. (See Japan.) 

A public meeting of British residents was held at Tientsin at which a 
resolution was carried recording ‘“ profound indignation at the continued 
failure of the Chinese Government to deal satisfactorily with the Thorburn 
case,” and stating that it viewed “with the greatest apprehension the 
Possibility of a change in the status of British subjects in China until such 
ime as a Government exists which can in actual fact rule the country and 
8 capable of implementing its engagements.” 
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September 19th.—Reports reached Peking that Mukden City had been 
occupied by Japanese troops, which had seized the north camp the previous 
night after shelling it and the city and arsenal. The Japanese Consular 
authorities were reported to be unable to induce the military to cease firing, 
though the Chinese did not retaliate. A Japanese force was landed at 
Tsingtao. 

Chang Hsueh-liang was stated to have ordered the Chinese troops to 
place their arms in the depots and not to reply in any way. 

Report re destruction of section of railway line by Chinese troops, and 
Japanese reply. (See Japan.) 

September 20th.—The Nationalist Government despatched a Note to the 
Japanese Government demanding that the territories occupied should be 
evacuated without delay and the status quo restored. China also reserved the 
right to adopt “appropriate action ” in the future. 

The feeling in Peking regarding the Mukden incident was that the Japanese 
move was premeditated and had come after weeks of agitation in Japan 
calculated to influence public opinion in favour of strong action. In a 
statement to the foreign press Chang Hsueh-liang said the action constituted 
an act of war “as unwarranted as unprecedented,” and added “ the war has 
now been launched as far as Japan is concerned, but China has no intention 
of being an armed party to it.” 

Japanese report on events of September 18th, ete. (See Japan.) 

September 21st.—The Japanese Commander-in-Chief in Mukden issued a 
proclamation announcing the military occupation of parts of Manchuria ; 
it was directed, he said, against the Chinese North-Eastern Army and not 
against the native populace, and had resulted from the repeated attacks and 
insults against the Japanese, which had culminated in the action of September 
18th. His intention was to uphold the national dignity and to preserve treaty 
rights ; he promised protection, except in the event of interference, and urged 
the inhabitants not to flee or to suspend business. 

The Chinese troops at Kirin were driven out of the station of the Kirin 
Railway line by the Japanese. Large numbers of Chinese, both soldiery 
and civilians, were reported to be fleeing south to the ports, from Mukden 
and the surrounding district. 

Chinese appeal to the League. (See League of Nations.) 

Mr. Soong’s proposal re investigation of cause of trouble accepted by 
Japanese Cabinet. (See Japan.) 

September 22nd.—Report re despatch of Japanese troops to Harbin. 
(See Japan.) 


Finland. 

September 16th.—At a meeting attended by British business men 1 
Helsingfors it was decided to form a society for developing trade with Great 
Britain. 


France. 

September 12th.—Acceptance of formal invitation to Premier and Foreign 
Minister to visit Berlin. (See Germany.) 

September 13th.—Receipt by League Secretariat of Memorandum tr 
armaments. (See League of Nations.) 

September 15th.—With reference to conversations known to be going 0 
between M. Massigli and Signor Rosso re naval armaments, it was understood 
that the French Government had expressed its readiness to abandon 1t§ 
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claim to build replacement tonnage totalling 66,000 tons before 1936. The 
possibility of a reduction in submarine tonnage was stated to be under 
consideration, 

September 21st.—M. Laval was formally invited by the U.S. Ambassador, 
on behalf of Mr. Hoover, to pay a visit to Washington. 


Germany. 

September 9th.—Publication of Government’s reply to League questionnaire 
rearmaments, (See League of Nations.) 

September 10th.—Communists killed a Nazi in cold blood and wounded 
several others in Berlin. 

September 11th.—Announcement re agreement for purchase of wheat from 
US. Farm Board. (See U.S.A.) 

September 12th.—It was announced that an official invitation had been 
extended to the French Premier and Foreign Minister to visit Berlin on 
September 27th and 28th as the guests of the Government and that it had 
been accepted. 

Serious anti-Semitic rioting occurred in Berlin, instigated by Nazis, and 
many people were injured. About 50 arrests were made. 

Dr. Curtius’ speech at Geneva. (See League of Nations.) 

September 14th.—Suspension of payments due to American interests. 
(See U.S.A.) 

Serious street fighting occurred in Berlin between Nazis and Communists 
and 65 people were injured. 

Signature of ‘‘ Standstill agreement ” re credits, (See Great Britain.) 

September 15th.—In reply to an article in the Revue de Paris, in which it 
was stated that from 1918 to 1931 Germany had only paid 21,000 million 
gold marks, and so not even covered the cost of French reconstruction, the 
press pointed out that, according to foreign (not German) estimates, Germany 
had paid in all 37,000 millions. Of this France had received about 18,000 
millions, whereas the cost of reconstruction amounted, according to French 
figures, to 16,000 millions (say £800 millions). 

September 17th.—Signature of agreement re prolongation of short-term 
credits. (See Reparations.) 

September 19th.—Further emergency measures were passed into law by 
Presidential decree under Article 48 of the Constitution, with the object of 
restoring credit. They comprised Governmental control over banks, a 
tax-free loan conferring on subscribers an amnesty for past false declarations 
to the revenue authorities, increased responsibilities for the management of 
public companies, and the establishment of a special court for adjudication 
of “ gross acts of terror and violence, as well as of serious cases of criminal 
business malversations or of concealment of taxable property and foreign 
exchange.” The loan was understood to be for 250 million marks, and to 
be issued by the German State Railways. 

September 22nd.—In presenting his credentials to President Hindenburg, 
M. Francois-Poncet, the new French Ambassador, said that the serious 
economic and financial situation demanded “ from all States—and especially 
from France and Germany—that they should direct their efforts towards a 
clear-sighted codperation. This is the conviction of the Government of the 
French Republic. The French Government wishes with all the forces at its 
disposal to impart to the relations between two neighbour countries the highest 
degree of stability and security.” 

The price of the pound sterling was fixed by the Reichsbank at 18 marks. 
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Great Britain. 

Seplember 10th.—The new Budget proposals for 1931-32 and 1932-33 were 
introduced into the House of Commons by Mr. Snowden, and a Memorandum 
on the measures proposed to secure reductions in national expenditure was 
issued as a White Paper, (md. 3952. Mr. Snowden said that on the existing 
basis the estimated deficit in the current year was £74,679,000, and in 1932-33 
£170 million. The measures proposed would effect economies in the two 
years of £22 millions and £70 millions respectively ; the saving on debt 
amortisation would be £13,700,000 and £20 millions in the two years, and 
new taxation would bring in £40,500,000 and £81,500,000. These figures 
would result in estimated surpluses of £1,521,000 and £1,500,000 respectively 
in the two years, totals which were reached after providing in each year 
approximately £32,500,000 out of revenue for amortisation of debt and after 
charging against revenue the amounts for the Unemployment Insurance 
Fund and the Road Fund, which had hitherto been obtained by borrowing. 
The standard rate of income tax was raised to 5s. in the £. 

As to the economies, reductions would be made in the salaries of Ministers, 
Members of Parliament, Judges and all Civil Servants; also in education 
expenses, health services, agriculture, police, etc.; and there would be both 
a reduction of expenditure (a cut of 10 per cent. in benefit rates) and an 
increase of contributions in the Unemployment Insurance Fund. 

The text of the Treaties of Commerce and Navigation with Rumania and 
Albania were published as White Papers, Cmd. 3945 and Cmd. 3949. 

September 11th.—Signature of Commercial Agreement with Brazil. (See 
Brazil.) 

The Exchequer authorised the extension for a further three weeks of the 
period during which the Bank of England was allowed to maintain the 
fiduciary issue at £275 millions. 

September 12th.—Mr. Gandhi arrived in London and addressed a public 
reception held in his honour. He emphasised that his mission was one of 
peace and described India’s aspiration as one for “ unadulterated freedom.” 

September 14th.—The Federal Structure Committee of the Round Table 
Conference resumed its work, and was attended by Sir Samuel Hoare and 
Mr. Gandhi. It was agreed that the discussions should centre round the 
following four heads : (1) Strength and composition of the Federal Legislature, 
including the proportions in each Chamber to be assigned to the States and to 
British India respectively ; (2) Direct and indirect methods of election; 
(3) Relations between the two Chambers; (4) Distribution of financial 
resources between the Federation and its units. 

The Government’s Economy Bill passed its second reading in the House 
of Commons by 310 votes to 253. 

It was announced that the Prime Minister had set up a Committee of the 
Cabinet to consider the question of the balance of trade and how it could 
best be restored. All three parties were represented. (The total visible 
adverse balance of foreign trade for the eight months January-August was 
£246 millions.) 

The German “ standstill agreement” under which credits for Germany 
were continued was signed in London on behalf of British bankers. By this, 
each foreign bank creditor agreed to maintain vis-d-vis his German credit and 
deposit-takers all acceptances, time deposits, cash advances and /or any other 
form of indebtedness arising from special agreements in currencies other thal 
_ reichsmarks actually used, existing and outstanding on July 3lst, 1931, ot 

granted since that date, either before or within 21 days after the date the 
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agreement came into effect (September Ist). The German banks would 
endeavour to utilise all encashments received from their clients in buying 
immediately the requisite foreign exchange for remittance to the respective 
foreign bank creditor in or towards the replacement of the respective 
outstanding acceptances. 

September 15th.—In the Federal Structure Committee of the Round 
Table Conference Mr. Gandhi made a statement on his objects in coming to 
London. He said he was attending “ absolutely in a spirit of codperation,” 
and had tried his utmost to find points of agreement. At no stage would it 
be his desire to embarrass authority, and he assured his colleagues that, 
however much they might differ about their points of view, he would not 
obstruct them in any shape or form. He then explained what, in his view, 
Congress stood for and what it was, and claimed that it stood for social reform 
as well as political advance ; also that it represented “in its essence, the 
dumb, semi-starved millions ” of the Indian countryside. It was essentially 
a peasant organisation, and was becoming so progressively, and was seeking 
to extend its organisation to cover every one of the 700,000 villages in India. 

His “‘ mandate,” he said, was the resolution passed by the Karachi Congress, 
held after the conclusion of the Delbi agreement, and while endorsing the 
latter, Congress desired to make it clear that the goal of “ complete 
independence ” remained intact. Mr. Gandbi read the terms of the resolution, 
which stated that “‘ the Congress delegation will work for this goal, and in 
particular so as to give the nation control over the army, external affairs, 
finance, fiscal and economic policy, and to have scrutiny by an impartial 
tribunal of the financial transactions of the British Government in India, 
and to examine and assess the obligations to be undertaken by India or 
England and the right to either party to end the partnersbip at will.” There 
was a proviso in the resolution to the effect that the delegation “ will be free 
: ra such adjustments as may be demonstrably necessary in the interests 
of India.” 

Mr. Gandhi said the Prime Minister’s statement, in closing the Conference 
sessions on January 19th, seemed to him to fall far short of what was aimed 
at by Congress. But he admitted that in accepting the Delhi agreement 
Congress had accepted the principle of federation, with responsibility at the 
centre, and had accepted also the principle that there should be safeguards, 
in so far as they might be necessary in the interests of India. He denied that 
severance of all connection with the British was aimed at; they wanted a 
connection such as existed between two equal peoples. As to debt adjustments 
Congress, he said, would never think of repudiating a single claim that India 
should justly discharge. 

The Pundit Malaviya also spoke, and asked that Dominion status should 
be established without delay. 

_ September 17th.— Speaking in the Federal Structure Committee, Mr. Gandhi 
sald the proceedings seemed to him to be interminable, “ leading us practically 
nowhere,” and he thought the various points would be discussed threadbare 
before the Committee. Heasked whether it was not possible for His Majesty’s 
advisers to give the Committee a lead and let it know their mind, and said 
he felt it would be proper procedure if they would bring forward concrete 
proposals for taking the Committee's opinion. He suggested the appointment 
of a Sub-committee to give the Chairman some points for conclusion. He 
then made a statement in support of the system of indirect election to the 
Lower House. 
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Lord Peel, referring to this question of the method of election, said the 
case for indirect election had rather gone by default and he supported the 
principle of a Federal Legislature based on the representation of the Provinces 
and States. 

September 18th.—The Report to the Indian Government of the Indian 
Military College Committee, dated July 15th, 1931, was published by the 
Stationery Office. It set forth detailed proposals for the organisation of the 
college, on the establishment of which it was intended that Indian 
candidates for Army commissions should no longer be trained at Woolwich 
or Sandhurst. 

In the Federal Structure Committee, Mr. Gandhi’s proposal in support 
of indirect election was opposed by Dr. Ambedkar, on behalf of the depressed 
classes, and by Mr. Ramaswami Mudaliyar, while the Pandit Malaviya found it 
difficult to support it. 

September 20th.—It was announced that the Government had decided to 
suspend the provisions of the Gold Standard Act of 1925, under which the 
Bank of England was bound to sell gold io bars containing 400 ounces of fine 
gold at a fixed price of 77s. 10}d. per standard ounce. (The standard ounce 
was 11 /12ths fine gold and 1/12th alloy.) Also that the Bank had raised its 
discount rate by 1} per cent. to 6 per cent. as from September 21st. 

It was understood that the reasons which led to this action were that 
since the middle of July funds amounting to over £200 millions had been 
withdrawn from the London market. These withdrawals were met partly 
from gold and foreign currency held by the Bank of England, partly from the 
proceeds of a credit of £50 millions, shortly maturing, secured by the Bank 
from New York and Paris, and partly from the proceeds of the U.S. and French 
credits totalling £80 millions obtained on August 28th. 

September 21st.—The Government’s Bill to suspend the operation of the 
gold standard passed through all its stages in both Houses of Parliament and 
received the Royal Assent. In the division on the second reading the measure 
was carried by 275 votes to 112. Mr, Henderson and the other members of 
the Opposition Front Bench did not vote. 

In a statement in the Commons the Chancellor of the Exchequer said that 
he saw “ no reason why sterling should depreciate to any substantial extent, 
or for any length of time provided—and this is vital—that the finances of 
our country are administered with proper care,” and he continued, * we have 
balanced our Budget and therefore removed the danger of having to print 
paper, which leads to uncontrolled inflation.” 

Mr. Snowden disclosed that the credits raised by the Bank of England 
and the Government were virtually exhausted, and enquiries made in New 
York and Paris had brought answers which, while friendly, held out no hope 
of further loans. As the run on sterling continued (£200 millions had been 
withdrawn since July, of which £43 millions had gone in the past four days) 
it became necessary to take steps to safeguard the Bank’s remaining reservé 
of gold. He then made an appeal that they should get together as a nation 
and set to work to build up their position. The question of the trade balance 
had to be dealt with, and the Government was giving it the fullest considera- 
tion. ‘In the process of rebuilding we may have to adopt, as we did 1 
connection with the Budget, many expedients which in other circumstances 
would be repugnant.” 

The Stock Exchanges were closed throughout the day. Business ! 
general was normal. There were no official quotations of sterling abroad, 
and where the markets remained open speculation in exchange was eithe! 
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forbidden or prevented by stringent regulations. In New York the pound 
closed at $4.31 (17s. 83d.), in Paris at 102, in Berlin at 19.27, and in 
Amsterdam at 10.75. 

Sir Samuel Hoare made a statement in the Federal Structure Com- 
mittee on the decision to suspend the gold standard, and on the bearing 
of events in Great Britain on India. Pointing out that the stability 
of the Indian Exchange had been based on sterling, and that Indian trade 
was financed through sterling, he said that to follow gold was out of the 
question. It had therefore been decided to maintain the existing currency 
standard on a sterling basis, and the Indian Government would continue the 
policy under which stability in terms of sterling had in the past been secured, 


Hungary. 

September 19th.—The Government issued a decree dealing with certain 
crimes and offences by martial law, on the ground that attempts by foreign 
elements to create unrest had rendered resort to this necessary. [Emergency 
powers, hitherto applicable only to riots, murder by explosives, etc., were 
extended to cases of armed assemblies, murder by shooting, to offences against 
public health and to criminal acts against railways and shipping. The 
decree also prohibited all public assemblies and demonstrations. 


India. 

September 11th.—The Congress Working Committee passed a resolution 
declaring the proposed Press Bill to be “ drastic, wholly unwarranted and a 
distinct breach of the Delhi settlement.” 

Seplember 12th.—Mr. Gandhi arrived in London. (See Great Britain.) 

September 14th.—The Viceroy, in an address to both Houses of the 
Legislature, drew attention to two serious problems facing the country ; the 
continued manifestation of terrorist activities, and the economic depression. 
He called for the support of the Legislature in stamping out crimes which were 
destroying the name of India in the eyes of the world, and appealed for all 
races, classes and communities to cultivate the spirit of coéperation, mutual 
confidence and trust, “* for is it not true to say that we all have a great common 
purpose in view—namely, the handing over to Indians of the responsibility 
of the administration of their local affairs with a view to securing for India 
an absolutely equal position alongside the other Dominions within the British 
Empire ? ” 

Lord Willingdon urged the supreme desirability of maintaining peaceful 
conditions in India during the discussions in London. As regards finance, 
it was essential for the credit of the country that action should be taken at 
once to deal with the unprecedented economic storm disturbing the world, and 
the Government was determined to maintain the principles of sound finance ; 
rumours that it proposed to meet the difficulties by lowering the value of the 
currency were entirely unfounded. 

September 15th—Mr. Gandhi’s statement in the Federal Structure 
Committee. (See Great Britain.) 

September 16th.—The report was published of the Committee appointed 
to investigate banking conditions. Among the recommendations made 
were one that every bank doing business in India, other than a foreign bank, 
should have a majority of natural-born or domiciled Indian directors. 

_ September 17th.—Mr. Gandhi’s plea for the production of concrete proposals 
in the Federal Structure Committee. (See Great Britain.) 
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Seplember 18th.—Report of Indian Military College Committee published 
in London. (See Great Britain.) 

September 21st.—The Secretary of State’s statement re the Indian currency 
standard. (See Great Britain.) 

The Finance Member announced in the Legislative Assembly that the 
Government had decided to suspend the statutory obligation to sell sterling 
or gold against rupees, and the Viceroy signed an ordinance giving effect 
to this decision. 

September 22nd.—An attempt to secure a debate in the Legislative 
Assembly on the financial crisis was frustrated by an order from the Viceroy 
disallowing the discussion. 


Italy. 


September 9th.—Deposit of ratification of the Optional Clause and of 
Italy’s accession to the General Act. (See League of Nations.) 

September 15th.—Reports re progress of naval conversations in Paris. 
(See France.) 

September 16th.—It was announced that operations in Cyrenaica had 
ended successfully with the capture, on September 11th, of the rebel chieftain 
Omar el Mukhtar, and that he had been executed that day (September 16th) 
for his acts of treason and armed rebellion. 

September 20th.—Circulation to League Assembly of communiqué re naval 
negotiations. (See League of Nations.) 

Sepember 21st—Statement by General de Marinis at Geneva. (Se 
League of Nations.) 


Japan. 


September 9th.—The Government communicated to the Chinese Govern- 
ment a series of demands in connection with the murder of Captain Nakamura, 
who had been killed in Manchuria on June 18th by Chinese soldiery. These 
included an apology, punishment of the guilty, an indemnity and assurances 
for the future. 

September 15th.—The Government asked the Chinese Government for an 
explanation of a speech, by Chiang Kai-shek, on September 7th, in which he 
was reported to have accused Japan of occupying Wanpaoshan (neat 
Changchun, the terminus of the South Manchurian Railway) on September 5th, 
of instigating the massacre of Chinese in Korea, and of supplying munitions 
to Canton. 

September 18th.—It was announced that the Government had con- 
municated to the Secretariat of the League a Memorandum giving details of 
the existing position of armaments. This showed that at the end of the last 
fiscal year the average daily number of effectives in the army was 259,304, of 
whom 17,343 were officers. In the military air forces the total number was 
6,944, with 838 aeroplanes (300 additional machines would be employed for 
military service, if necessary). The cost of the army in 1929-30 was 
227 million yen odd (say £22,725,000). 

The effectives in the Navy numbered 88,199. Global tonnage of vessels 
was given as 850,328, including 10 capital ships (298,440 tons) and 4 aircraft 
carriers (68,870 tons). The air material of the Navy consisted of 4! 
aeroplanes in the coastal service, and 329 carried on board. The expenditure 
on the Navy was, in 1929-30, 267 million yen odd. 
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September 19th.—The War Ministry issued a communiqué stating that some 
detachments of Chinese troops had bombed and destroyed a section of the 
South Manchurian Railway line south of Pei-taying (just north of Mukden) 
during the previous night, and had attacked the Japanese railway guards. 
The latter had replied, and a Japanese battalion had been sent from Mukden, 
whereon the Chinese withdrew to their barracks. 

The Japanese Commander-in-Chief moved his headquarters from 
Dairen to Mukden. 

Peking report re occupation of Mukden, (See China: External Affairs.) 

Japanese delegate’s statement to League Assembly re Mukden incident. 
(See League of Nations.) 

September 20t.—It was learnt that Japanese troops, at the same time as 
occupying Mukden, had secured control of both ends of the South Manchuria 
lines by disarming the Chinese troops at Changchun and Newchwang. At a 
Chinese post near Changchun resistance was offered, and 443 prisoners were 
taken by the Japanese. A military report on the events leading up to the 
Japanese action stated that on the night of September 18th a Japanese patrol 
found a bridge near Peitaying blown up, apparently by Chinese troops. 
Japanese troops which came up were received with volleys. 

It was announced that an emergency meeting of the Cabinet, held on 
September 19th, had decided that no effort would be spared to limit the 
effects of the affair, and that Mukden would be evacuated as soon as conditions 
permitted. 

Receipt of strong protest from Nanking. (See China: External Affairs.) 

Seplember 21st.—Proclamation by C.-in-C. in Manchuria. (See China: 
External Affairs.) 

The Cabinet failed to reach agreement as to a proposal by the Minister of 
War to send reinforcements to Manchuria. It, however, cancelled the 
appointment of a military officer as administrator at Mukden and ordered 
that a civilian be selected. 

The Cabinet accepted a proposal made by Mr. T. V. Soong that a 
commission of three from each side should investigate the cause of the 
Manchurian trouble, with the proviso that the enquiry should be limited 
to the events of September 18th, but include underlying causes. 

Chinese appeal to the League. (See League of Nations.) 

September 22nd.—The Cabinet decided that no troops should be sent 
north of Changchun, but news reached Tokyo that troops were proceeding 
to Harbin in response to appeals from the Japanese Consul. It was understood 
that so far 14,000 troops had been sent to Manchuria. (By Treaty she had 
the right to station 15,000 as a guard for the South Manchurian Railway.) 


League of Nations. 


September 9th.—In the Assembly speeches were delivered by the repre- 
‘entatives of India, Japan, Canada and Rumania. The first argued against 
regional agreements which did not take sufficient account of non-European 
countries, while the Canadian delegate said his Government could not feel 
bound by some of the recommendations of the European Union Commission. 
The Japanese delegate gave figures of reduction of armaments since 1914, 

th in numbers of troops and cost. 

The First Committee discussed the question of amendments to the 
Covenant and the Chairman (Signor Scialoja) described the attempts that 
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had been made so far to bring that instrument and the Kellogg Treaty 
together as a fiasco. Count Apponyi said the situation was “ almost comic,” 
as the two pacts were obviously incompatible. The Chairman said a question. 
naire had been sent by the League to the various Governments on their 
interpretation of the Kellogg Treaty in relation to the Covenant and only 
20 replies had been received, while 31 Governments had not answered, 

Germany’s reply to the questionnaire re armaments was _ published, 
This showed the military effectives to number 100,500, with 4,500 officers, 
and the naval forces to be 15,000 men and 1,500 officers. 

Signor Grandi deposited with the Secretariat Italy’s instrument of ratifica- 
tion of the Optional Clause and of her accession to the General Act for the 
Pacific Settlement of International Disputes. 

September 10th.—Iin a speech in the Assembly Lord Cecil made an appeal 
to France and Germany to settle their differences and codperate. A rapproche- 
ment between them, he believed, would remove 75 per cent. of the political 
unrest of the world. He said it was the special function of the League to 
dissipate the atmosphere of international suspicion, which was greater than 
in recent years. He laid great emphasis on the fact that he was not 
suggesting that this was a time for a general revision of the treaty position 
in Europe—such a procedure would not promote peace or tranquillity. 
At the same time, something would have to be done, and the obvious course 
was international disarmament. After quoting descriptions of the damage 
to civil life and property done by an aerial bombardment during peace 
manoeuvres, he said these showed what might be expected of a type of 
armament which existed for purely aggressive purposes. 

Lord Cecil then praised Signor Grandi’s speech and welcomed his proposal 
of a truce in armaments, and expressed the hope that some proposal giving 
concrete effect to the idea would be considered by the Third (Disarmament) 
Committee. He then emphasised that there was no truth whatever in any 
suggestion that the British Government were anxious to see France and 
Germany in hostility because it gave Great Britain a greater position in the 
counsels of Europe. He described the statement to that effect, which had 
appeared in the press, as “a gross and scandalous libel on my country.’ 
Lord Cecil also made it clear that ‘“‘ No Government, least of all the British 
Government, would tolerate postponement ” of the Disarmament Conference, 
and this declaration M. Briand applauded. Referring to economic problems 
he said the “ dominating need of the moment,” was to revive international 
investment. Unless the recommendations of the experts received propet 
attention “‘ one country after another, both in Europe and overseas, will be 
forced into some form or other of extending moratoria which may endang‘t 
the whole system on which the economic life of the world is based.” 

September 11th.—A resolution was submitted to the Assembly by the 
delegations of Denmark, Norway, the Netherlands, Sweden and Switzerlan¢, 
urging the making of careful preparations for the Disarmament Conferenc? 
in order to ensure its success, and asking that all States invited to it should 
abstain from all measures aiming at any increase in their existing armament* 

In a speech in the Assembly, M. Briand defended League ideals in genet! 
terms, without making any reference to Signor Grandi’s proposal for 42 
armaments holiday. He announced quite definitely, however, that lis 
Government did not propose that the Conference should be postponed. He 
supported very strongly Lord Cecil’s denial that Great Britain was interést¢¢ 
in keeping Continental differences alive, saying that the British delegat® 
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had shown a perfectly justifiable contempt for the insinuations that Great 
Britain had a ‘“‘ demoniac interest ” in other people’s quarrels. 

Referring to the economic crisis, M. Briand emphasised that the League 
was not responsible for the depression, of which one cause was that nations 
had shown a frenzied zeal for production in a spirit of intense individualism, 
if not actual selfishness, resulting in economic anarchy, and then, in their 
extremity, they thought of the League. He had always done what he could 
to increase the feeling of security, and some years earlier a whole system of 
mutual assistance had been worked out which would have much simplified 
the tasks of the coming Disarmament Conference if it had come into effect. 
“T do not know what Lord Cecil thinks,” he remarked, “ perhaps he would 
not be sorry to see such an institution.” He later added that they would 
perhaps reach the same result in another way when the Conference met. It 
was a serious defect in the Covenant, he concluded, that it did not make war 
impossible. 

September 12th.—The Scandinavian proposal was referred by the Assembly 
to the Third Committee. 

Dr. Curtius made a speech in the Assembly in which he reviewed the 
economic conditions in Europe and defined the attitude of the German 
(Government towards the disarmament question. He declared the German 
people suffered from a feeling of oppression through being defenceless before 
neighbours who were powerfully armed. An effective reduction of the 
armaments of the powerful countries constituted for Germany an indispensable 
condition for the suecess of the Disarmament Conference. He welcomed 
Signor Grandi’s proposal, and maintained that the League was particularly 
responsible for disarmament and would lose its authority if it failed in its 
task ; in fact, failure might be disastrous for it—a point which he emphasised 
and repeated. 

No financial measures could suffice, he continued, unless political con- 
fidence were restored, and he hoped the visit of French Ministers to Berlin 
would contribute towards this. But the relations between the two countries 
must be based upon equality of status. There must not be two sets of 
weights and measures in the community of nations, and that principle applied 
to security, which could be gained rather by disarmament than by the 
existence of arms. 

September 13th.—It was announced that the Secretariat had received a 
numerical statement of French armaments, in the form of an annex to the 
Memorandum of July 17th, 1931. This showed that the forces stationed at 
home amounted to 286,342 officers and men, as compared with 513,643 in 
1921. Overseas there were 231,405, as compared with 313,588 in 1921. 

The Air Force consisted of 1,210 machines for home service, 637 in 
training schools, and 310 reserve machines. There were 395 machines 
stationed abroad. In the Budget for 1930-31, the cost of the Army was 
8,655 million franes odd, of the Navy, 3,014 millions, and of the Air Force, 
nearly 2,140 millions. 

Seplember 14th.—The Council elected China and Panama to succeed 
Persia and Venezuela as members. Spain was also re-elected. (China 
received 48 votes, i.e., that of every State which voted, Panama 45, and 
Spain 43.) 

The Fourth Committee (Budget) passed a resolution enjoining upon all 
the Committees the importance of not voting any measures involving 
expenditure not absolutely indispensable. 
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The Council had before it certain claims of the Finnish Government 
against the British Government in respect of 13 vessels requisitioned from 
Finnish owners during the war. (They were requisitioned by the Russian 
Government and chartered to the British Government.) 

September 15th.—The Sixth (Political) Committee dealt with the work of 
the Commission for European Union, which was defended by M. Briand, 
Dr. Curtius also advocated the continuance of its work, and after discussion 
a Drafting Committee was formed, to define its future rdéle. 

In the First (Legal and Constitutional) Committee Lord Cecil criticised 
the method of electing the non-permanent members of the Council, and it 
was decided that a Committee of Enquiry should be set up to examine the 
question. 

At a banquet organised by the League of Nations societies of all countries 
Lord Cecil made a speech in which he definitely expressed approval of the 
statements made by Signor Grandi and Dr. Curtius in the Assembly to the 
effect that security was dependent not upon arms, but upon disarmament. 
He said that nations which were strong might not be strong for ever, and he 
accepted the principle of equality for all nations. As regards the Treaties, 
revision of them would have to be gradual, and it was the business of the 
conference to lay the foundations of such revision. Personally he was in 
favour of the complete abolition of five branches of aggressive armaments ; 
military aircraft, ships of over 10,000 tons, submarines, tanks and guns over 
the size of field guns. He also said he believed the peoples of many countries 
were far more ready to take risks for the sake of disarmament than their 
Governments. 

Count Bernstorff said a mistaken impression had apparently been produced 
by Dr. Curtius’ speech in the Assembly. Germany did not expect immediate 
equality, but equality of method, and did ask for a start to be made towards 
equality. She could not accept the draft Convention as it was, because it 
implied that she might always continue to be handicapped as she was at 

resent. 
. M. Cassin prophesied that the sovereignty of nations was bound eventually 
to become enchained by collective armaments. He foretold the definite 
failure of the Disarmament Conference unless it received the stimulus of 
new forms of security or guarantees. 

The Drafting Committee of the First Commission, dealing with the Litvinov 
Economic Non-aggression Pact, adopted three resolutions, for submission to 
and confirmation by the Plenary Committee. The first stated that all questions 
of a definitely international character (not purely European) should be dealt 
with, not by the Committee of European Union, but by the special organisms 
of the League. (The Soviet proposal would, therefore, be referred to the 
Economic Committee, as suggested by Lord Cecil.) The other resolutions 
endorsed the report for the past year’s work and proposed the continuance 
of the Committee of European Union indefinitely. (The Committee was 
thus kept alive, as an organism of the League.) 

In the Third Committee, dealing with the Convention for strengthening 
the means of preventing war, Lord Cecil proposed an amendment to Article 2 
(providing in the event of a threat of war, for the withdrawal of all forces 
from the territory of another Power or from a demilitarised zone), excepting 
the Suez Canal from its provisions, on the ground that the Suez Canal Con- 
vention stated that free passage was assured to the vessels of all nation 
desiring to use the canal. The amendment was referred to the Drafting 


Committee, 
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September 16th.—The First Committee adopted the resolution of the 
Drafting Committee, recommending “ that recourse be had to the technical 
questions of the League in all problems on a universal plane,” as applying 
to the Litvinov proposal for a pact of economic non-aggression. 

September 17th—The Finance Committee, dealing with the financial 
conditions of Austria, concluded its work, and recommended the provision 
of a loan of £7,100,000, on condition that the Government made all possible 
economies, reorganised the banking laws and accepted financial control by a 
League adviser. (It was understood that £2,700,000 of the amount raised 
would be used to repay Great Britain.) 

September 18th.—Receipt of Japanese Memorandum giving details of 
position of armaments. (See Japan.) 

The Third Committee dealt with resolutions by Senor Madariaga for 
associating women with the work of disarmament and “ preventing the 
diffusion of false or misleading news which might threaten the maintenance 
of peace.” 

The Committee then finished its discussion of the text of the treaty for 
strengthening the means of preventing war, and it was left to a Drafting 
Committee to submit a final text. 

In the Second Committee Signor Bottai (Italy) said the economic crisis 
was structural and organic, and the only cure was for national economic 
systems to be built up in such a way as to facilitate international codperation. 
There should be a central organisation in each country with which other 
national organisations could engage, preferably through the League. With 
these as starting points he was in favour of national negotiations on a bi-lateral 
basis, which would gradually build up a network of commercial treaties. 

The proposai was supported by Sir Arthur Salter, who spoke also against 
tariff barriers. 

The delegations of Belgium, Denmark, Luxemburg, the Netherlands, 
Norway and Sweden submitted a resolution to the Second Committee, calling 
upon every country to avoid any change in tariff or commercial policy such 
as would tend to increase the economic disequilibrium and further disturb 
the general balance of payments. 

The Committee of Three, appointed to deal with the Ukrainian petitions, 
met and decided to bring the question before the Council at once. 

September 19th.—In the Sixth Committee, the President, Mr. Munch 
(Denmark), proposed that the Governments of Turkey, the U.S.S.R. and the 
U.S.A. should be asked to send representatives to the Committee, when it 
dealt with the Scandinavian proposal for the immediate adoption of the 
talian proposal for a truce in armaments. M. Massigli objected, and 
M. Madariaga expressed doubts, but Lord Cecil supported the proposal. 
lt was eventually referred to the Bureau of the Assembly, which body decided 
that all the nine countries which were expected to attend the Disarmament 
Conference should be invited to send observers to the Sixth Committee 
immediately. (The nine were the U.S.A., Soviet Russia, Turkey, Afghanistan, 
Brazil, Argentina, Costa Rica, Ecuador and the Hedjaz.) 

The Council opened its 65th session with China and Panama as the new 
members. The Japanese delegate made a statement to the effect that he 
knew nothing of the events in Manchuria except what had appeared in the 
press, but that his Government was doing everything possible to prevent the 
incident at Mukden from becoming a cause of complications. 

The Greco-Bulgarian difference as to the Moloff-Kaphandaris Agreement 
vas referred to the International Court of Arbitration to decide whether, 
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from a legal point of view, a dispute existed between the two Governments 
within the meaning of Article 8 of the Agreement. 

A proposal, by Lord Cecil, that the Permanent Court should be asked for 
an advisory opinion on the right of Polish war vessels to anchor in Danzig 
harbour was adopted, and an amendment to the constitution of the Free City 
was approved. 

September 20th.—The Italian delegation to the Assembly circulated a 
communiqué on the naval negotiations between Italy, Great Britain and 
France, stating that the Italian and British Governments had attentively 
examined the proposals made by France, and that reports about discussions 
between experts at Geneva were inaccurate ; and concluding with the words, 
“ It is not easy to foresee if and when the Italo-Franco-British conversations 
can be resumed with any probability of a practical outcome, seeing that the 
latest French proposal diverges considerably from the basis of the agreement 
concluded on March Ist, 1931.” 

September 21st.—The Chinese Government appealed to the League under 
Article 11 of the Covenant in view of the “ serious situation ” that had been 


created in Manchuria, and requested an immediate meeting of the Council. 


The Chinese delegate, in his Note, said he had received information since 
September 19th which disclosed a situation of greater gravity than had 
appeared by the first report. After stating the claim for steps to be taken 
by the Council to restore the status quo ante, determine the amount of 
reparations due, etc., the Note stated that the Chinese Government was 
fully prepared to act in conformity with whatever recommendations it might 
receive from the Council, and to abide by whatever decisions the League 
might adopt in the premises. : 

In the Third Committee General de Marinis defined the Italian proposal 
for an armaments truce. This was in the form of a “ gentleman’s agreement,” 
the proposed duration of which was one year, and would provide that in 
armies, expenditure should not be increased above the sum voted in the current 
year ; in navies, all new construction would be suspended, and that which 
had already been started would be stopped; and in air forces, no new 
military aircraft would be built except to replace such as might be destroyed 
by accident. 

September 22nd.—A special meeting of the Council dealt with the appeal o! 
the Chinese Government under Article 11 of the Covenant. After hearing the 
Chinese and Japanese delegates, Lord Cecil declared that the question welt 
beyond the League, as it involved the Kellogg Treaty and the Four-Power 
Pacific Pact, of which the U.S.A. was a signatory. Eventually the Council 
decided unanimously :— 

(1) To address an urgent appeal to the two Governments to abstain from 
any act which might aggravate the situation. 

(2) To seek in consultation with the representatives of China and Japa! 
adequate means whereby the two countries might proceed immediately to the 
withdrawal of their troops without compromising the security of life of thei 
nationals or the protection of the property belonging to them. 

(3) To forward for information the minutes of all the meetings of th 
Council and the documents relating to this question to the U.S. Governmel. 

The Governments of Costa Rica, Egypt and Turkey accepted the invitatl” 
to take part in the work of the Third Committee. The Argentine Governmel 
replied that it wished to co-operate actively in the Disarmament Conferen, 
but that time would not allow it to participate in the meeting of the Third 
Committee. The Soviet Government was prevented by the shortness of the 
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notice from sending a delegate to Geneva, but intimated that it was invariably 
prepared to support any proposal for the limitation of armaments, and in 
particular that of Signor Grandi. 


Mexico. 

September 10th.—The Senate approved unanimously the acceptance 
by the Government of the invitation to join the League of Nations. In a 
message of acceptance published, the Foreign Office stated that the country 
did not recognise the Monroe Doctrine. (The latter was recognised by 
Article 21 of the Covenant.) 

September 11th.—Attitude of U.S. Government re dispute with China. 
(See U.S.A.) 


New Zealand. 

September 22nd.—A National Government was formed, in consequence of 
the serious economic situation, comprising five members each from the 
(Government (United) and Opposition (Reform) parties. The Prime Minister 
and Minister of External Affairs and of Railways was Mr. G. W. Forbes ; 
Minister of Finance and Customs, Mr. Downie Stewart ; Minister of Internal 
Affairs and Labour, Mr. A. Hamilton; Minister of Industries and Commerce 
and of Education, Mr. R. Masters ; Minister of Defence, Justice, Marine, and 
Reform, Mr. J. G. Cobbe; and Minister of Public Works, Transport and 
Unemployment, Mr. Coates. 

Parliament was adjourned until October 2nd to allow the Cabinet to 
reorganise the finances. 


Poland. 


September 19th.—The Government made representations to the League 
asking for the readjustment of the Customs relationship between Poland and 
Danzig, where the Customs authorities were alleged to be infringing treaty 
obligations, causing a heavy loss to the Polish Treasury. 

September 22nd.—It was announced that the Government had, on 
September 14th, submitted to the League of Nations Secretariat a statement 
regarding the armed forces of Poland and particulars of the military Budget. 
The Army consisted of 265,980 men, of whom 17,090 were officers. The 
Air Force consisted of 346 aeroplanes for home service and 354 for training, 
with a personnel numbering 7,929. 


Reparations. 


September 17th.—The Bank for International Settlements announced that 
the “ standstill ” agreement (between German banks and those of 11 creditor 
countries) had been signed by all the parties, and the agreement accordingly 
entered into force. 


Rumania. 


September 10th.—Publication of Commercial Treaty with Great Britain. 
(See Great Britain.) 


Spain. 
_ September 9th.—General Heredia, who was Captain-General of the 
Satagossa region during the Jaca rising in December, 1930, was arrested. 
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September 10th.—The general debate on the Draft Constitution in the 
Cortes was concluded, and the discussion of the Draft chapter by chapter 
began. The major groups in the House gave their approval to the measure 
as a whole. 

The telephone strike was reported to be drawing to a close, through 
numerous applications by employees for re-admittance. 

September 11th.—Rioting took place at Bilbao, instigated by Basque 
Nationalists, and the Government accordingly decided to close the extremist 
centres throughout the region. 

September 16th.—During the discussion of the Draft Constitution in the 
Cortes an amendment was carried altering the name of the Republic to read 
“Spain is a Liberal Democratic Republic of Workers.” 

September 19th.—The Cortes adopted Article 6 of the Draft Constitution, 
formally renouncing war as an instrument of national policy. 

September 22nd.—The Basque Statute was handed over to the Government 
in the presence of the 400 mayors of the region. 


Switzerland. 


September 16th.—The National Council approved the scheme for the 
formation of an international agricultural mortgage bank. By this the 
Government undertook to grant the company a constituent charter. 


Turkey. 


September 19th.—The Government informed the Council of the Ottoman 
Debt that it would continue to pay a third of the annuities until the conclusion 
of a new agreement. (This was in reply to a demand by the Council for the 
integral payment of the interest, as fixed in the Paris Agreement of 1928.) 


U.S.S.R. 


September 18th.—A decree was issued abolishing a number of labour 
restrictions and authorising State organisations and factories to hire labour 
when available, without consulting the Commissariat of Labour or the labour 
exchanges. Enterprises were also allowed to send their agents to the country 
to recruit peasants. 

September 22nd.—The Supreme Economic Council issued an order increasing 
materially the wages in the coal and metal industries ; it also instituted 
system of bonuses for good work. These industries were instructed to 
inaugurate systems of “ progressive piecework” at once, and technical 
experts and managers who fulfilled or exceeded the monthly plans of productio 
were to receive bonuses of 60 to 100 per cent. of their salaries. 


U.S.A. 


September 11th.—It was understood that the Government declined to 
intervene in the dispute between Mexico and China regarding the expulsi 
of Chinese from the Mexican States of Sonora and Sinaloa. 

It was announced that the Farm Board had reached an agreement with 
the German Government for the sale of 7,500,000 bushels of wheat, on the 
basis of a 'ong-term credit, with interest at 4} per cent. 
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September 14th.—It was learnt that the Government had agreed to a 
year's suspension by Germany of the payment of £1,800,000 due to American 
interests under the award of the Mixed Claims Commission. 

Twelve leading bankers, representing the Advisory Council of the Federal 
Reserve Board, were called in conference with the President and Mr. Meyer, 
Governor of the Federal Reserve Bank, and were reported to have recom- 
mended to Mr. Hoover to extend the one-year moratorium without delay to a 
three or five-year period. Also to have recommended a classification of the 
£120 millions of “frozen” German short-term credits held by American 
hanks, so that they could be re-discounted by the Federal Reserve Bank. 

September 16th.—It was learnt that the committee representing banking 
institutions had instructed Mr. Wiggin to accept the “ standstill’ arrange- 
ment with the Reichsbank and the Gold Discount Bank for the extension for 
six months of the outstanding short-term credits. 

September 21st.—The President informed a deputation of the American 
Legion that the situation of the Treasury required action of the most drastic 
nature, and that all increases of Government expenditure, including the 
bonus and pension demands of the Legion (estimated to amount to 
approximately $2,000 millions) would have to be abandoned. “ The 
imperative moment has come,” he explained, “‘ when increased Government 
expenditure must be avoided, whether it is meritorious or not.” 

Invitation to M. Laval to visit Washington. (See France.) 

The Governing Committee of the New York and other Stock Exchanges 
took measures to prevent short selling, on the ground that it would tend to 
cause a condition of demoralisation in which prices would unfairly reflect 
market values. 

September 22nd.—In a speech at Boston, Mr. Castle said the Government 
was determined to bring about a real limitation and reduction of armaments. 
Battleships must be regarded as a luxury, and the London Treaty limiting 
auxiliary vessels was only a beginning. Many armies were unnecessarily 
large and there was a serious danger in over-development of air forces. He 
urged universal support of the Government’s programme, so that the negotia- 
tors at Geneva in 1932 might be given courage in their effort to turn wealth 
from destructive to constructive purposes. “This,” he said, “should be the 
great single step internationally possible towards bringing the world back to 
prosperity.” 


Yugoslavia. 


September 12th.—The text of the new Electoral Law was published, 
regulating the election of Deputies for the Skupshtina. Voting was not 
only to be public, but verbal. After the votes had been counted, the list 
i had the greatest number would receive two-thirds of the seats in the 

ouse, 

September 19th.—A decree was issued regulating the right of the people 
of the country to form political parties and hold meetings, etc. All the 
former parties, dissolved by the dictatorship, remained prohibited, and new 
ones could only be formed provided they complied with certain conditions, 
such as that an initiating group of at least 100 people should present its 
programme and statutes bearing the signatures of the members to the 
Minister of the Interior for his approval. The police were empowered to 
prohibit any meeting or conference which they considered to be against the 
interests of the States. 
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III.—DOCUMENTS IN PERIODICALS. 


L’ Europe Nouvelle, dated September 12th, 1931. 


1. Proclamation of the King of Yugoslavia. 


September 3rd, 1931. 


2. Text of the Constitution of the Kingdom of Yugoslavia promulgeted 
on September 3rd, 1931. 


L’ Europe Nouvelle, dated September 19th, 1931. 
Chronology of the banking crisis in Germany. Events 


1931. 

Sept. 21st-26th 
»  24th-25th 
»  24th-27th 

Sept. 27th 

to 
Oct. 3rd 


Sept. 28th-29th 


Sept. 29th 
to 
Oct. 2nd 


" 19th-20th 
19th-22nd 
19th-22nd 
20th 
25th-30th 
26th 


26th 
26th-28th 


July and August, 1931. 





IV.—FORTHCOMING EVENTS. 


Central Committee of International Co- 
operative Alliance ‘ 
7th ——— Conference of Painters, 


‘on Technical 


etc. 
International | " Congress 
Instruction ° 


6th Congress of International Federation 
of Leather Workers 


5th Congress of International Federation 


of Christian Employees 


Christian Social 
countries 


International Coal Conference + 
Meeting of Inter-Parliamentary Union 
European Danube a 
Balkan Conference 


*4th General Conference on Communica- 
tions and Transit oe oe 

*Health Committee ... 

*55th Session of the Governing Body « of 
the I.L.0. - 

*Budget Committee of the I. L. my ‘os 

2nd International Congress of f Comparative 

Pathology 

*Committee of Coal Experts 

*Standing Orders Committee of the T.L.0. 


Congress of Latin 


Conference of Institute of Pacific Relations 


*Permanent Central Opium Board . 
*Committee on Conditions of Work in the 
Textile Industry 
General Meeting of International " Associa- 
tion for Social Progres 
em Intercolonial Congress « of 


*Economic Committee 
Congress of International ‘Association for 
Child Protection . 
*Permanent Mandates Commission " 
*Economic Consultative Committee 
International Wool Conference 
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of May, June, 


Paris. 
Prague. 


Paris. 
Prague. 
Paris. 


Geneva. 
London. 
Bucharest. 
Galatz. 
Constanti- 
nople. 


Geneva. 
Paris. 


Geneva. 
Geneva. 


Paris. 
Geneva. 
Geneva. 
Hangchow. 
Geneva. 
Geneva. 


Paris. 


Paris. 
Geneva. 


Lisbon. 
Geneva. 
Geneva. 
Basle. 
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1931. 
Nov. *Conference on Opium eas in the Far 


East ° ‘< -» Bangkok. 
Dec. 7th. World Moslem Conference oe J .. Jerusalem. 
1932. 

Jan. 25th *65th Session of the League Council -. Geneva. 
Feb. 2nd *The Disarmament Conference we -. Geneva. 


July 25th 
to World Grain Conference .. es -. Regina, 
Aug. 6th : Canada. 
Aug. 6th World Conference of the new anpaenmames 
Fellowship France. 
Nov. Universal eee " of Religious Forces 
for Peace Washington. 


* League of Nations and International Labour Office. 
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